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ou. Start With This Premise 


The consequences of missteps made in 
the transfer of stock ownership can be as 
serious to the small company as they can 
to the large company. 


ou Raise This Qhuestion 


After all, why should the officers and 
directors of any corporation be required 
to shoulder the burden of guarding the 


company against such risks? 


ou Reach The Conclusion That 


It’s time to call the nearest CT office and 
ask about the advantages and cost of CT’s 
services as transfer agent. It might be that 
all the worry and responsibility can be 
taken over by CT for what it now costs 
to carry on that activity in the company’s 
own office. The cost might even be less. 





1 what constitutes 
doing business 


Directors’ and Stockholders’ Meetings 


Where it is shown that the activities 
carried an unlicensed foreign 
corporation have been limited to the 
holding of directors’ meetings and a 
few incidental acts, it has been held 
that the corporation was not to be re- 
garded as present within the state and 
doing business there, either so as to be 
subject to the qualification statutes, 
(State v. Anniston Rolling Mills, (Ala.) 
125 Ala. 121, 27 So. 921; Equitable 
M. F. I. Co. v. McRae, (Ill.) 156 II. 
App. 467; Meir v. Crossley et al., (Mo.) 
305 Mo. 206, 264 S. W. 633; Major 
Creek Lumber Co. v. Johnson, (Ore.) 
99 Ore. 172, 195 Pac. 177; Wildwood 
Pavilion Co. v. Hamilton, 15 Pa. Superior 
Ct. 389), to a franchise tax, (People 
ex rel. The Manila Electric R. R. & 
Lighting Corp. v. Knapp et al., 229 N. Y. 
502, 128 N. E. 892), or to liability for 
service of process upon such a corpora- 
tion. (Honeyman v. Colorado Fuel & 
Tron Co., (N. Y.) 133 F. 96.) 


on by 


Ordinarily, however, when directors’ 
meetings are held in a state in which 
a corporation is not authorized to do 
business, the activities furthered within 
the state are not limited to the mere 
holding of such meetings. Frequently, 
the entire corporate management is 
also directed from the same state. 
Where there has been substantially 
more than the mere holding of directors’ 
meetings within a state, there are deci- 
sions indicating that the corporation is 
to be regarded to be doing business 
there so as to be required to be qualified 


as a foreign corporation, Erie & Michi- 
gan Ry. & N. Co. v. Central Ry. Equip- 
ment Co., (Ill.) 152 Ill. App. 278; (Flint 
v. Le Heup, 199 Mich. 41; Colonial Trust 
Co. v. Montello Brick Works, (Pa.) 172 
Fed. 310), and so as to be subject to 
State taxes, (Bullfrog, Goldfield R. Co. 
v. Jordan, 175 Cal. 342, 163 Pac. 40; 
Cheney Bros. Co. et al. v. Massachusetts, 
(The Champion Copper Company case), 
246 U. S. 147; Atlantic Lumber Com- 
pany v. Commissioner of Corporations 
and Taxation, (Mass.) 298 U. S. 553, 
56 S. Ct. 887; Commonwealth v. Andrews, 
(Pa.) 42 D. & C. Reports 505.) 


A decision indicating that the hold- 
ing of a meeting of stockholders and 
directors in a state other than the home 
state of the corporation is not to be 
regarded as the doing of business so 
as to require qualification on the part 
of the company is Wildwood Pavilion 
Co. v. Hamilton, 15 Pa. Superior Ct. 389. 


Where, however, both stockholders’ 
and directors’ meetings held within a 
state are accompanied by substantial 
additional activities within a state, the 
corporation has been held to be carry- 
ing on business so as to be subject to 
qualification (Flint v. Le Heup, 199 
Mich. 41), and to a state tax, (Cheney 
Bros. Co. et al. v. Massachusetts, 246 
U. S. 147; Atlantic Lumber Company v. 
Commissioner of Corporations and Taxa- 
tion, (Mass.) 298 U. S. 553, 56 S. Ct. 
887; Commonwealth v. Andrews, (Pa.) 
42 D. & C. Reports 505.) 
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MISSOURI 


Court indicates that charter, although approved by 
proper state authorities, may be forfeited if in conflict 
with a valid statute. 


The Attorney General, as relator, filed 
an information in the Supreme Court 
of Missouri to restrain the respondent 
corporation and its agents from engag- 
ing in certain business practices, per- 
missible by law only to incorporated 
banks. Respondent’s business was that 
of buying and selling post-card checks 
and money orders and other business 
and financial forms and assisting in the 
transfer of money. The court remarked: 
“The charter of Currency Services pur- 
ports to authorize it to do the precise 
business which it is doing; but, although 
the charter has been approved by the 
proper state authorities, it may be for- 
feited if it conflicts with a valid statute. 
That brings us to the problem of whether 
the corporate charter conflicts with Sec- 
tion 7890, mainly relied upon by the 


NEW JERSEY 


Attorney General; and, if so, whether 
that section is a valid enactment.” 

The court ruled that a portion of the 
section in question was invalid because 
that portion was not embraced in the 
title of the act and because it provided 
for unreasonable and arbitrary classifi- 
cation. As to the remaining portion of 
the section, the court concluded that, 
while respondent’s business was cou- 
pled with a public interest and a proper 
subject for future statutory regulation, 
the business of respondent was not re- 
garded as validly prohibited by this 
portion of the section. A writ directed 
against the respondent, obtained by the 
Attorney General, was ordered quashed. 

State, on Inf. of Taylor, Atty. Gen. v. 
Currency Services, Inc. et al., 218 S. W. 
2d 600. 


Plan, involving conversion of preferred stock, on 

which there were unpaid cumulative dividends, up- 

held, where company was organized subsequent to 
statute permitting such conversion. 


Plaintiff, a preferred stockholder of de- 
fendant company, sought a judgment 
declaring that defendant’s plan of con- 
version of its preferred stock into a 


new class of preferred stock was illegal 
as against non-assenting stockholders 
and for an injunction against the plan 
being enforced against them. The plan 
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had been overwhelmingly adopted by 
the stockholders, without any negative 
votes, and none of those not voting in 
favor of the plan had joined with plain- 
tiff in this action, although given an 
opportunity to do so. 


Plaintiff's preferred shares were of the 
par value of $30 each, and entitled 
the holder to cumulative dividends at 
the rate of 7% a year. The company 
had been incorporated on September 
26, 1927, and dividends on the preferred 
stock were paid to and including the 
installments due on August 31, 1931. 
No dividends were subsequently paid 
and as of December 31, 1948, there 
were unpaid and in arrears 69 quarterly 
dividends at the rate of 14% each. 
The cumulative and unpaid dividends 
amounted to $36.22%4 per share. Dur- 
ing this period, the par value of the 
common stock had been reduced from 
$10 to $1 per share and the amount of 
the reduction had been transferred from 
capital to capital surplus and against 
that capital surplus was charged off 
each year the company’s operating defi- 
cit and impairment of capital was thus 
avoided. The plan, inaugurated by the 
directors in September, 1948 and ap- 
proved by the stockholders in January, 
1949, contemplated the conversion of 
each of the outstanding preferred shares, 
together with all accumulated and un- 
paid dividends accrued and in arrears 


NEW YORK 


. 


thereon into one fully paid and non- 
assessable share of 5% Cumulative Prior 
Preferred Stock of the par value of $50. 
Upon conversion, there was to be paid 
in cash to the preferred stockholders 
$2.50 for each share of the old preferred 
stock converted into the new preferred 
stock. 


The Superior Court of New Jersey, 
Chancery Division, considered whether 
the plan of conversion was illegal as 
against the plaintiff and the other non- 
assenting preferred stockholders or 
whether it was binding upon all of 
them. It concluded that the plan of 
conversion was “lawful and fair and 


‘mandatory and binding upon the plain- 


tiff and all other non-assenting holders 
of the company’s preferred stock.” This 
conclusion was based upon a 1926 stat- 
ute, viewed as an integral part of the 
defendant’s charter, since it was incor- 
porated in 1927, which, among other 
things, permitted a New Jersey cor- 
poration to “provide for the funding or 
satisfying rights, in respect to dividends 
in arrears by the issuance of stock there- 
for or otherwise” and to “make other 
provisions for the readjustment or re- 
classification of all or a part of its capi- 
tal stock.” 

Fransblau v, Capital Securities Co., 
Inc., 64 A. 2d 644. John J. Clancy of 
Newark, for plaintiff. Ruback & Al- 
bach of Newark, for defendant. 


Court of Appeals denies right of president of a cor- 

poration to institute suit on its behalf where the 

board of directors was deadlocked on the question of 
bringing the action. 


In Sterling Industries, Inc. v. Ball Bear- 
ing Pen Corporation, 77 N. Y. S. 2d 691, 
(The Corporation Journal, October, 1948, 


page 189), the New York Supreme Court. 
Appellate Division, First Department, 
upheld the right of a president of a 
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corporation to institute suit on its be- 
half where the board of directors was 
deadlocked on the question of bringing 
the action. 


Upon appeal, the Court of Appeals 
of New York has reversed this ruling. 
In the course of its opinion, the court 
remarked that it had consistently held 
that Section 27 of the General Corpo- 
ration Law, which provides that the 
business of a corporation shall be man- 
aged by its board of directors, cannot 
be circumvented. “The decision below,” 
observed the Court of Appeals, “in ef- 
fect amends Section 27 to read that the 
corporation shall be managed by its 
board of directors, except in the case 
of deadlock, when it shall be managed by 
any director who happens to be presi- 
dent.” (Italics supplied by the Court.) 


The Court of Appeals, in answering 
a question certified indicated that serv- 
ice of process should have been vacated 
and set aside upon the ground that the 
plaintiff corporation did not authorize 
the institution or prosecution of the 
action. 


Sterling Industries, Inc. v. Ball Bear- 
ing Pen Corporation et al.,* 298 N. Y. 
483, 84 N. E. 2d 790. Bernard A. Sas- 
low, Abraham N. Geller and Philip 
Kazon of New York City, for appel- 
lants. David P. Seigel of New York 
City, for respondent. Commerce Clear- 
ing House Court Decisions Requisition 
No. 407402. 


* The full text of this opinion is printed 
in the New York Corporation Law 
Reporter, page 9335. 


Stockholders, not assenting to sale of entire assets, 

seeking appraisal of their stock, held not required to 

give reasons for objecting to such sale; court rules it 

has no discretion to direct part payment in stock 
owned in another company. 


Petitioner minority stockholders, who 
-had not voted in favor of the sale of 
their corporation’s assets, sought the 
appointment of appraisers to appraise 
the value of their stock, under Sec- 
tions 20 and 21 of the Stock Corpo- 
ration Law. Petitioners had filed 
timely objections to the sale with the 
corporation and simultaneously de- 
manded appraisal of and payment for 
their stock under the statute. The sale 
had been effected pursuant to agree- 
ments approved by vote of the stock- 
holders, and these proceedings were 
commenced under Section 21. The 
court remarked: 

“Neither in their said objections and 
demands, nor in the petition did they 
specify what objections they in fact had 
to the sale and conveyance; the answer 


of the corporate respondent has alleged 
that petitioners had no real objection, 
and that their statement that they had 
such objection, was made in bad faith. 
I am of the opinion that the petitioners 
were not obliged to set forth in detail 
their reasons for objecting either in 
the demand or in their petition.” The 
court observed that “there is nothing 
in said statutes which requires the giv- 
ing of any details or reasons for the 
non-consenting stockholders’ objections.” 


As to a contention of the respondent 
that “in such a proceeding the court 
has the power to inquire into the good 
faith of the petitioners and to determine 
that issue after testimony is heard, un- 
less the admissions of the parties are 
sufficient to enable the court to deter- 
mine.that question without taking testi- 
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mony,” the court noted that this was 
true only in a limited sense, and con- 
cluded that, under the circumstances, 
“no inquiry into the motives of the 
non-consenting stockholders is proper 
in the present state of the law. If such 
limitation had been intended by the 
Legislature, the statutes would have so 
expressed it.” 


The court included in its order a 
direction that the appraisers to be ap- 
pointed were to appraise separately the 
value of the stock of another corpora- 
tion held by the respondent. It noted 
that direction as to payment to non- 


TEXAS 


assenting stockholders was required to 
be made upon a motion to confirm or 
modify the report of the appraisers and 
that the court, as such, had no power 
under the statute in the exercise of dis- 
cretion to direct payment in kind. 


Matter of Nulle,* New York Supreme 
Court, Queens County, Special Term, 
Part I, 121 N. Y. L. J. 636, February 
18, 1949; 87 N. Y. S. 2d 565. CCH 
Court Decisions Requisition No. 406499. 


*The full text of this opinion is 
printed in the New York Corporation 
Law Reporter, page 9324. 


Option to purchase real estate, held by corporation 

subsequently dissolved, ruled to survive dissolution, 

and could be exercised by trustees in selling cor- 
porate affairs. 


Petitioner, a Texas corporation, sued 
for specific performance of an option 
contract to purchase real estate, con- 
tained in a lease of premises occupied 
by the corporation. The lease had run 
for approximately three of its five year 
term when the corporation was dis- 
solved by action of all stockholders, 
officers and directors. Subsequently, 
notice was given to the lessor that the 
corporation desired to exercise the op- 
tion to purchase the property, but, upon 
failure of negotiations, suit was brought. 
The question, upon appeal to the Su- 
preme Court of Texas, was whether 
there was corporate capacity to exer- 
cise the option. 


The court, after an examination of 
the corporate status under the Texas 
statutes and pertinent decisions ob- 
served: “The lease must be construed 
in its entirety. If the obligations and 
liabilities of the corporation survived 
its dissolution, the rights and’ corporate 


assets of the corporation also survived.” 
“We hold that an option to purchase 
leased property contained in a lease 
agreement, and supported by the con- 
sideration of the amount agreed upon 
as rent, is an asset belonging to the 
corporation. This asset, along with 
any others possessed by Nardis Sports- 
wear, Inc., at the time of its dissolution, 
survived for the benefit of those who 
have a just claim to the assets. In 
order to liquidate this asset so as to 
properly settle the affairs of the dis- 
solved corporation, it became necessary 
for the trustees to exercise the option 
to purchase. The law sustains them in 
exercising that right.” 


Nardis Sportswear v. Simmons, 218 
S. W. 2d 451. E. G. Moseley of Dallas, 
and Graves & Dougherty and Ireland 
Graves of Austin, for petitioner. Wor- 
sham, Worsham & Riley and Joseph 
Irion Worsham of Dallas, for respondent. 
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KENTUCKY 


Unlicensed foreign corporation, even if doing busi- 
ness, held to have right to sue in state court, highest 
court of state refusing to overrule prior decisions. 


Plaintiff below, a Maryland credit 
company, not authorized to do business 
in Kentucky, entered into a written con- 
tract with defendant there, a Kentucky 
company, agreeing to advance money 
from time to time against the value of 
accounts assigned to it, the arrange- 
ments being effected in Maryland. Suit 
was instituted to recover money due 
under the contract, for an accounting 
and for the appointment of a receiver. 


One of the questions considered by 
the Court of Appeals of Kentucky was 
whether the Maryland company was 
doing business in Kentucky during the 
term of the contract without qualify- 
ing, so as to deprive it of the right to 
maintain the suit, the activities outlined 
constituting the company’s only Ken- 
tucky transactions. The court observed 
that if it were to assume that the com- 
pany had been doing business in Ken- 
tucky without having qualified it did 


NEW YORK 


not forfeit the right to sue in Kentucky, 
citing a number of Kentucky decisions 
supporting this statement. It noted 
that the Kentucky company recognized 
that this was the law of Kentucky, but 
asked the court to overrule these deci- 
sions. The court ruled: “We are not 
constrained to do so. It is not the 
province of the Court to penalize a for- 
eign corporation for failure to comply 
with our laws where the Legislature 
has specifically provided original penal- 
ties for such violations. This question 
has had very careful consideration on 
a number of occasions, and we still feel 
that the conclusions reached in the 
above cited cases are sound. There- 
fore, whether or not Commercial was 
doing business in this state, it had the 
right to bring this suit.” 


Big Four Mills, Ltd. v. Commercial 


Credit Co. et al., 307 Ky. 612, 211 S. W. 
2d 831. 


Where misfeasance of officers and other defendants, 

alleged in stockholder’s derivative action, began 

before and continued after withdrawal of company 
from state, court had jurisdiction. 


In a stockholder’s derivative action based 
on certain alleged acts of misfeasance 


on the part of directors and officers of 
defendant Virginia corporation and of 
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} 
other cofporate defendants acting in 
concert with them, the defendant Vir- 
ginia company appeared specially to 
vacate the service of summons and 
complaint upon it. 


The Virginia corporation had been 
authorized to do business in the State 
of New York on November 25, 1924, 
and it had surrendered such authority 
on December 16, 1936. In accordance 
with section 216, subdivision l-e of the 
General Corporation Law, the certifi- 
cate of surrender contained the follow- 
ing consent: “Said corporation hereby 
consents that process against it in any 
action or proceeding upon any liability 
or obligation incurred within this state 
before the filing of this certificate of 
surrender of authority, after the filing 
of this certificate, may be served upon 
the Secretary of State of the State of 
New York.” The motion to vacate the 
service was predicated upon the claim 
that the complaint did not disclose any 
liability or obligation incurred within 
this state before the filing of this cer- 
tificate of surrender of authority war- 
ranting the service upon them through 
the Secretary of State as permitted by 
section 216 of the General Corporation 
Law, because there was nothing in the 
complaint showing that any of the 
transactions complained of occurred in 
New York. Also, the defendant urged 
that the wrongs complained of were 
alleged to have been committed both 
prior and subsequent to December 16, 
1936, and therefore the acts alleged to 
have occurred after said date could not 
have been committed within the State 
of New York for the license to do busi- 
ness had been surrendered on that date 
by the Virginia company. 


The question before the New York 
Supreme Court, Special Term, New 
York County, Part III, was whether 


misfeasance or nonfeasance. 


the liability or obligation specified in 
section 216 was incurred (1) within 
New York and (2) before December 
16, 1936. The court observed: “In a 
derivative stockholder’s action the ob- 
ligation resting upon the principal de- 
fendant corporation is to bring suit 
against its faithless officers and direc- 
tors and against those acting with them 
in order to recover by such suit any 
improper profits they may have made 
or any damages which they may have 
caused the corporation. The liability of 
the directors and those acting with 
them is based on the actual acts of 
It is not 
those acts which give rise to the lia- 
bility of the corporate defendant and 
therefore whether they took place within 
or without the State of New York is 
immaterial in the determination of the 
question here involved under section 
216.” The court remarked that in this 
case the corporation could, and alleg- 
edly should, have brought such action 
and that its failure to do so was the 
basis on which it had been properly 
served. 


Referring to the fact that the com- 
plaint indicated that some of the acts 
of the directors and other defendants 
occurred after the surrender of author- 
ity, the court pointed out that the jur- 
isdiction attaches by reason of the prior 
acts. The opinion concluded with this 
query and answer: “Can it be said that 
merely because the tortious conduct 
continued after the surrender, the courts 
of this state lose the jurisdiction which 
they had, and that the directors, by 
continuing their misconduct, absolve 
themselves from all action in this state? 
The absurdity of this result is apparent.” 


Lissauer v. Brown et al., 86 N. Y. S. 
2d 35. 
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WHEN THE UNDERWRITER ASKE 
OF THE CORPORATION 


Bond issue to be floated: 


The underwriter asked for certificates attesting to the 
good standing of the company in all states in which it 
is licensed to do business... 


Mortgage loan pending: 


Before the closing, the insurance company asked for 
certificates of good standing from all states ... 


Other corporations were asked to produce certificates 
of good standing: 


In connection with refinancing .. No accompany ap- 
plications for qualification, . . to be “submitted before 
contracts were awarded... in order to register secu- 
rities with a state securities commission ...to obtain 
a special Federal permit... 


In each instance the corporation’s lawyer asked CT 
to obtain the required certificates and supplemen- 
tary data. 


You, as the corporation’s lawyer, will find that whether 
time is long, or short, CT can relieve you entirely of the 
bothersome details inherent in such matters. Any of CT's 
offices will be happy to be of service next time you need 
certificates of good standing from one, a few or all 48 states. 





BOR AN X-RAY 
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Court refuses to interfere in internal affairs of foreign 
corporation to compel declaration of a dividend. 


The New York Supreme Court, New 
York County, Special Term, Part III, 
in an action in which it was sought to 
compel directors to declare a dividend,. 
granted a motion to the extent that it 
sought to dismiss the complaint on the 
ground that the alleged cause of action 
concerned the internal management and 
affairs of a Delaware company and that 
the courts of New York should, there- 
fore, decline to take jurisdiction. 


The court referred to a decision in- 
volving a similar situation in which the 
Appellate Division held that the action 
should have been brought in the state 
in which the corporation had been char- 
tered. It found it wasinot required to 
reach a different result here, where the 
board consisted of fifteen members, 
four of which resided in New York, 
“even if it be assumed that the resi- 


dence of a majority of the board in this 
state would justify a contrary conclu- 
sion.” Continuing, the court said: 
“The attorney for the plaintiff in his 
opposing affidavit states that the board 
of directors of defendant corporation 
meets frequently in New York City, 
but he does not claim that the board 
does not also meet in Delaware, the 
state of its incorporation and for aught 
that appears, that is the fact. In view 
of the dismissal of the complaint for 
lack of jurisdiction it is unnecessary to 
consider the other grounds of the mo- 
tion to dismiss.” 


Milvy v. Austin et al.* 121 N. Y. 
L. J. 1142. 


*The full text of this opinion is 
printed in the New York Corporation 
Law Reporter, page 9343. 





Use tax upheld, where imposed upon equipment pur- 
chased in other states, brought into Iowa and used 
by a contractor on work performed there. 


The plaintiff, a Delaware corporation, 
with its principal place of business at 
Boise, Idaho, engaged in construction 
work in Iowa. A use tax was exacted 
of it upon the cost of equipment brought 
into Iowa which had been purchased 
in various states outside Iowa. Plain- 
tiff’s claim for a refund of the tax was 
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denied by the State Tax Commission. 

The District Court, Polk County, 
held that plaintiff was not entitled to 
the refund sought. It overruled a con- 
tention that, inasmuch as the equip- 
ment was not specifically purchased 
for use in Iowa, it was therefore not 
taxable, ruling that the tax was not un- 
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constitutional as a tax upon the opera- 
tion of interstate commerce and that 
the taxing statute did not bring 
about an unreasonable or unlawful 
discrimination. 


NORTH CAROLINA 


Statute regulating the practice of photography 
through the agency of examining boards ruled 
unconstitutional. 


In a recent decision, the North Caro- 
lina Supreme Court had occasion to 
reconsider its ruling in State v. Law- 
rence, 213 N. C. 674, 197 S. E. 586, 
decided in 1938, in which a divided 
court adjudged Chapter 92 of the Gen- 
eral Statutes to be constitutional. This 
chapter was enacted to control or reg- 
ulate the practice of photography, by 
establishing a State Board of Photo- 
graphic Examiners and for the licens- 
ing of those engaged in this occupation. 


After re-examining the question of 
the validity of the statute, the court con- 
cluded that the law was void as being 
repugnant to several sections of the 
State Constitution, and specifically over- 
ruled its earlier decision upholding the 
law. The court felt that the statute 
could not be sustained as a valid exer- 
cise of the police power, indicating that 
this activity was not one calling for 
the exercise of the police power for the 
promotion or protection of the public 
health, morals, order, or safety, or the 
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Morris-Knudsen Company v. State Tax 
Commission, District Court of Iowa, 
Polk County, January 8, 1949. Com- 
merce Clearing House Court Decisions 
Requisition No. 405774. 


general welfare. In the course of its 
opinion, the court noted that its earlier 
opinion was contrary to the conclusion 
reached by the courts of last resort in 
the other seven jurisdictions which have 
had occasion to pass upon the constitu- 
tionality of practically identical statutes 
professing to regulate the practice of 
photography through the agency of ex- 
amining boards,— Arizona, Florida, 
Georgia, Hawaii, North Dakota, Ten- 
nessee and Virginia. 

State v. Ballance* North Carolina 
Supreme Court, February 4, 1949. At- 
torney General McMullan and Assist- 
ant Attorneys General Bruton, Rhodes 
and Moody and E. M. Stanley and 
Womble, Carlyle, Martin & Sandridge, 
for the State. Douglass & McMillan, 
for the appellant. Commerce Clearing 
House Court Decisions Requisition 
No. 405949. 


*The full text of this opinion is 
printed in the State Tax Reporter, 
North Carolina, page 3669. 





Arkansas— Act No. 487 imposes a 2% use tax, applicable, generally, to trans- 
actions which cannot be made subject to the gross receipts or sales tax. 


Indiana— Changes effected in amendments to the Corporation Act by Senate 
Bill 112 include new provisions that a majority of the directors must be citizens 
of the United States; that there may be an indefinite number of directors but 
not less than three under certain circumstances; that the members of the first 
board of directors of a corporation are to be named in the articles of incorpora- 
tion; and that agreements of merger and consolidation need not be approved a 
second time by the directors where the stockholders have voted unanimously 
in favor of adoption of such an agreement. 


New Hampshire — Chapter 61 reduces the rate of interest on delinquent prop- 
erty taxes from 8% to 6%. 


North Dakota— Effective July 1, 1949, meetings of stockholders for the 
election of directors of North Dakota companies, which have previously been 
required to be held at the office or principal place of business within the state, 
may be held at such place within or without the state as may be provided in 
the by-laws, except that if a resident stockholder, within thirty days before the 
annual meeting, files with the secretary of the corporation a written demand that 
such meeting be held within this state, then the meeting is required to be held 
within the state. (Senate Bill 228.) 


House Bill 163 re-enacts the 2% sales tax and extends its operation to 


June 30, 1951. 


Oregon—Business enterprises holding or handling property where the owner 
has not for seven years made a demand upon the custodian, are required to 
file a report on or before September.1 with the State Land Board, disclosing 
such property, and to turn it over to the Board between November 1 and 
December 15 of each year. (Ch. 179, 1949, amending Ch. 587 of 1947.) 


Pennsylvania— House Bill 351 postpones the manufacturing exemption with 
respect to the capital stock tax of domestic corporations and the franchise tax 
of foreign corporations for two additional years, making such companies subject 
to the taxes for the years 1949 and 1950. House Bill 350 continues the 4% 
corporate net income tax for the years 1949 and 1950. 


Washington — Chapter 170, effective June 8, 1949, requires the payment of 
a fee of $1 to the Secretary of State by Washington corporations when filing 
the annual list of officers within thirty days after the annual meeting. A penalty 
of $25 for a violation of the section requiring the filing has been added. 
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The following cases previously digested in The Corporation Journal have 
been appealed to The Supreme Court of the United States.* 


CALIFORNIA. Docket No. 327. Empresa Siderurgica, S. A. v. County of Merced, 
194 P. 2d 527. (The Corporation Journal, December, 1948, page 234.) Unex- 
ported machinery sold to a foreign purchaser—liability to ad valorem property 
taxes. Appeal filed, September 29, 1948. Jurisdiction noted, November 8, 1948. 
Argued, February 9, 1949. 

DELAWARE. Docket Nos. 529-531. Standard Oil Co. v. Superior Court et al., 
62 A. 2d 454. (The Corporation Journal, March, 1949, page 285.) Attachment of 
shares of Delaware company owned by umlicensed foreign corporation. Appeal 
filed, January 28, 1949. Appeals dismissed for want of a substantial Federal ques- 
tion March 14, 1949. Rehearing denied, April 18, 1949. 

MICHIGAN. Docket No. 223. Joy Oil Company, Lid. v. State Tax Commission, 
32 N. W. 2d 472. (The Corporation Journal, December, 1948, page 235.) 
Municipal ad valorem taxation on gasoline held in storage awaiting shipment in 
foreign commerce. Petition for writ of certiorari filed, August 16, 1948. Certiorari 
granted, October 11, 1948. Argued, January 7, 1949. 

MISSISSIPPI. Docket No. 287. Interstate Oil Pipe Line Company v. Stone, 35 © 
So. 2d 73, 36 So. 2d 142. (The Corporation Journal, January, 1949, page 253.) 
Gross sales tax—operation of pipe lines in intrastate and interstate commerce; 
use tax—purchase of property used in furthering interstate commerce. Appeal 
filed, September 18, 1948. Jurisdiction noted, October 18, 1948. Argued, January 
13, 1949. 

Docket No. 465. Interstate Realty Co. v. Woods, 168 F. 2d 701. (The Corporation 
Journal, November, 1948, page 209.) Right of unlicensed foreign corporation, 
denied use of state courts, to sue in Federal courts. Petition for writ of certiorari 


filed, December 15, 1948. Certiorari granted, February 7, 1949. Argued, March 
30 and 31, 1949. 


NEW JERSEY. Docket No. 512. Beneficial Industrial Loan Corporation et al. 
v. Smith, Judge, 170 F. 2d 44. (The Corporation Journal, February, 1949, 
page 267.) Stockholder’s derivative suit—security for defendant’s reasonable 
expenses—validity of statute. Petition for certiorari filed, January 14, 1949, 
Petition granted, February 28, 1949. Certiorari granted, February 28, 1949. 
Argued, April 18, 1949. 

OHIO. Docket Nos. 447-448. National Distillers Products Corp. v. Glander; 
Wheeling Steel Corp. v. Glander, 150 O. S. 229, 80 N. E. 2d 863. (The Corporation 
Journal, March, 1949, page 292.) State taxation—taxation of intangible per- 
sonal property of foreign corporations. Appeal filed; December 6, 1948. Juris- 
diction noted, January 3, 1949. Argued, March 29 and 30, 1949. 


* Data compiled from CCH U. S. Supreme Court Bulletin, 1948-1949. 
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ations and rulings 


The sales tax is imposed upon the 
vendor and is deductible by him in com- 
puting net income for his Federal in- 
come tax return as a tax paid or accrued 
during the taxable year. The amount 
expended by the vendee is not deduct- 
ible. However, if the cost of equip- 
ment purchased by the vendee is required 
to be capitalized for Federal income tax 
purposes, the amount of the tax should 
be included in this cost. The use tax 
is imposed on the vendee and is de- 
ductible by him from his net income. 
This tax may not be capitalized. (1. T. 
3938. 1949-3-1 3016 (p. 5).) (State Tax 
Reporter, Alabama,  65-001.05.) 


The license tax imposed upon coin- 
operated machines, vending enumerated 
articles including music, is to be im- 
posed also upon systems of dispensing 
music by wire or cable transmission. 
The purpose for which such music is 
received or the use made thereof by 
the purchaser is immaterial to the levy 
of the tax. (Opinion of the Attorney 
General to the Commissioner of Licenses, 
State Tax Reporter, Alabama, { 30-244.) 


ARKANSAS 


Non-resident producers of moving pic- 
tures which are rented to theatres in 
Arkansas are liable for the state income 
tax on such rentals. (Opinion of the 
Attorney General to the Income Tax 
Director, State Tax Reporter, Arkansas, 


q 1520.) 


Four facts must be present to make 
the use tax applicable: (1) property 
must be purchased after the effective 
date of the act; (2) property must be 


purchased for use or consumption in 
Arkansas; (3) the purchaser must be 
in Arkansas or a resident of the state 
at the time of purchase; (4) property 
must not come within the exemption 
clause of the use tax law. The Legis- 
lature intended the use tax to apply 
only to established vendors. The use 
tax does not apply to private or iso- 
lated sales by a person who is not an 
established vendor engaged in an es- 
tablished business. (Opinion of the 
Attorney General, State Tax Reporter, 
Arkansas, { 7819.) 


FLORIDA 


Where a nonresident applies for a cer- 
tificate of registration and license plates 
for a vehicle formerly registered out- 
side Florida, the certificate of registra- 
tion and the license plates shall be 
issued by the Commissioner without 
requiring the surrender of the foreign 
license plates, certificates, registration 
cards or other evidence of foreign reg- 
istration. (Opinion of the Attorney 
General to the Motor Vehicle Com- 
missioner, State Tax Reporter, Florida, 
{ 50-203.) 


IDAHO 


Under Section 8 of the Store License 
Tax Law, leased departments within 
department stores are liable for the flat 
store license fee of $5. (Letter of De- 
partment of Finance, State Tax Re- 
porter, Idaho, J 6020.1.) 


IOWA 


Trailers, house trailers and commercial 
trailers are not motor vehicles as de- 


356 





THE CORPORATION JOURNAL 


fined in Section 321.1, and do not fall 
in the class of vehicles exempted by 
Section 321.130. Therefore, such trail- 
ers in the hands of a dealer are subject 
to an assessment for personal property 
taxes. Special equipment mounted on 
trucks, such as cement mixers operated 
by auxiliary power, gas and oil deliv- 
ery tanks, are subject to personal prop- 
erty taxes, since Section 321.118 which 
exempts corn shellers and feed grinders 
does not extend to any special mobile 
equipment. (Opinion of the Attorney 
General, State Tax Reporter, 
q 2022.2.) 


Iowa, 


KENTUCKY 


The Department of Revenue has no au- 
thority to release a taxpayer from a 
penalty assessed against it for late pay- 
ment of its corporation license tax. 
(Opinion of the Attorney General, 
State Tax Reporter, Kentucky, { 3-701.) 

A truck, owned by a corporation and 
located in one county, but which is also 
used temporarily in several other coun- 
ties in connection with the owner’s busi- 
ness, should be listed for taxation in 
the county in which permanently located 
and should not be listed for taxation 
by the counties in which it is tempo- 


rarily used. (Opinion of the Attorney 


General, State Tax Reporter, Kentucky, 
{ 21-001.) 

Excess withholding payments on ac- 
count of bonuses and other excess tax 
payments will be refunded by the Com- 
missioners of the Sinking Fund of 
Louisville on written application. (Let- 
ter of Secretary-Treasurer, Commis- 
sioners of Louisville Sinking Fund, 
State Tax Reporter, Kentucky, {[ 72-500.) 


NEW YORK 


The Franchise Tax Regulations for 
Article 9-A, Tax Law, have been re- 


issued reflecting changes made by 1947 
and 1948 legislation. Reg. Art. 141, 
relative to doing business in New York, 
has been amended to add two examples 
of foreign corporations maintaining 
buying offices in New York which were 
held subject to tax. (State Tax Re- 
porter, New York, ¥ 5-109.) 


OREGON 


The assessment date for real property 
is January 1 and the lien date is July 1. 
The date of accrual of liability for real 
property taxes is not determinative of 
the question whether the destruction 
of a building before July 1 lien date 
thereon merits cancellation of the tax. 
The entire tax becomes a lien on the 
land. (Opinion of the Attorney Gen- 
eral to District Attorney of Harney 
County, State Tax Reporter, Oregon, 
q 23-051.) 


TEXAS 


Unrealized profits from installment 
sales do not constitute either surplus 
or undivided profits for the purpose of 
computing franchise taxes under Art. 
7084. R. C. S. (Opinion of the At- 
torney General, State Tax Reporter, 
Texas, J 200-028.) 


WASHINGTON 


An order of the Director of Licenses 
is a valid exercise of his power to issue 
regulations where it provided that a real 
estate broker is not permitted to hold 
a real estate broker’s license with more 
than one company at the same time. 
Such real estate broker’s license may 
be either held as an individual, as a 
designated broker, or as “doing busi- 
ness as,” or as an associate broker. 
(Opinion of the Attorney General to 
the Director of Licenses, State Tax Re- 
porter, Washington, J 32-205.) 


357 





for June, July, August, 
September and October 


This Calendar does not purport to be a complete calendar of all matters requiring attcn- 

tion by corporations in any given state. It is a condensed calendar of the more important 

requirements covered by the State Report and Tax Bulletins of The Corporation Trust 

Company. Attorneys interested in being furnished with timely and complete information 

regarding all state requirements in any one or more states, including information regarding 

forms, practices and rulings, may obtain details from any office of The Corporation Trust 
Company or C T Corporation System. 


Arizona—Report to Corporation Commission and Registration Fee due during 
June.—Domestic and Foreign Corporations. 


Arkansas—Anti-Trust Affidavit due on or before August 1—Domestic and For- 


eign Corporations. 
Annual Franchise Tax due on or before August 10.—Domestic and 


Foreign Corporations. 


California— Quarterly Retail Sales Tax Returns and Payments due on or before 
July 31 and October 31—Domestic and Foreign Corporations. 
Franchise Tax based on net income. Second installment due on or 
before September 15.—Domestic and Foreign Corporations. 


Connecticut— Annual Report due on or before August 15 (if corporation was 
organized or qualified between July 1 and December 31 of any previous 
year).—Domestic and Foreign Corporations. 

Quarterly Retail Sales Tax Returns and Payments due on or before 
July 30 and October 30.—Domestic and Foreign Corporations. 


Delaware— Annual Franchise Tax due between April 1 and July 1—Domestic 
Corporations. 


Dominion of Canada—Income Tax Return due on or before June 30.—Domestic 
and Foreign Corporations. 


Florida— Annual Report and Fee due on or before July 1—Domestic and For- 
eign Corporations. 


Idaho—Annual Statement and Annual License Tax due between July 1 and 
September 1.—Domestic and Foreign Corporations. 


illinois—Annual Franchise Tax due on or before July 1, but may be paid up to 
July 31 without penalty—Domestic and Foreign Corporations. 


Indiana— Annual Report due within 30 days after June 30.—Domestic and For- 
eign Corporations. 
Quarterly Gross Income Tax Returns and Payments due on or before 
July 31 and October 31.—Domestic and Foreign Corporations. 
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lowa—Annual Report due between July 1 and August 1—Domestic and For- 

eign Corporations. 

Statement of Capital and Property Increase due at the time of filing 
the Annual Report in July—Foreign Corporations. 

Report of Transfers of Stock due on or before July 1—Domestic 
Corporations. 

Quarterly Retail Sales Tax Returns and Payments due on or before 
July 20 and October 20.-Domestic and Foreign Corporations. 


Kentucky — Statement of Existence due July 1.—Foreign Corporations. 
Verification Report as to process agent due on or before July 1.— 
Domestic and Foreign Corporations. 


Louisiana—Franchise Tax Report and Tax due on or before October 1.— 
Domestic and Foreign Corporations. 


Maine—Annual Franchise Tax due September 1; delinquent one month later. — 
Domestic Corporations. 


Michigan—Annual Report and Franchise Tax due during July and August.— 
Domestic and Foreign Corporations. 
Report of Unclaimed Moneys, Securities, Credits, etc., due on or 
before June 30.—Domestic and Foreign Corporations. 


Mississippi— Annual Report and Fee to Factory Inspector due in July—Domestic 
and Foreign Corporations employing 5 or more persons in Mississippi. 
Annual Franchise Tax Report and Tax due on or before July 15.— 

Domestic and Foreign Corporations. 


Missouri—Annual Registration Statement and Anti-Trust Affidavit due during 
July.—Domestic and Foreign Corporations. 
Quarterly Retail Sales Tax Returns and Payments due on or before 
July 15 and October 15.—Domestic and Foreign Corporations. 


Montana— Annual License Tax Based on net income due on or before June 15.— 
Domestic and Foreign Corporations. 


Nebraska— Annual Report and Franchise (Occupational) Tax due on or before 
July 1—Domestic Corporations. 
Annual Report and Franchise (Occupational) Tax due during July.— 
Foreign Corporations. 


Nevada—Annual List of Officers and Designation and Acceptance of Resident 
Agent due on or before July 1—Domestic and Foreign Corporations. 


North Carolina— Annual Franchise Tax Report and Tax due on or before 
July 31—Domestic and Foreign Corporations. 


North Dakota—Corporation Report due during July—Domestic Corporations. 
Quarterly Retail Sales Tax Returns and Payments due on or before 
July 20 and October 20.—Domestic and Foreign Corporations. 


Ohio—Annual Franchise Tax due on or before July 15—Domestic and Foreign 
Corporations. 
Retail Sales Tax Returns and Vendors’ Excise Tax due on or before 
July 31.—Domestic and Foreign Corporations. 


359 





THE CORPORATION JOURNAL 


Oklahoma— Annual Capital Stock Affidavit due between July 1 and August 1.— 
Foreign Corporations. 
Annual Franchise Tax Report and Tax due on or before August 31.— 
Domestic and Foreign Corporations. 


Oregon— Annual Report due during June—Domestic and Foreign Corporations. 

Annual License Fee due within 30 days after July 15.—Domestic 
Corporations. 

Returns of Withholding at the source due on or before July 30 and 
October 30.—Domestic and Foreign Corporations. 

Annual License Fee due between July 1 and August 15.—Foreign 
Corporations. 

Report of Abandoned Property due on or. before September 1.— 
Domestic and Foreign Corporations. 


Rhode Island—Semi-Annual Report to Division of Industrial Inspection due 
in October and April—Domestic and Foreign Corporations employing 5 
or more persons in Rhode Island. 


South Dakota— Quarterly Retail Sales Tax Returns and Payments due on or 
before July 15 and October 15.—Domestic and Foreign Corporations. 


Tennessee—Annual Privilege (Franchise) Tax Return and Payment, Annual 
Report and Tax and Excise Tax Report and Tax due on or before July 
1—Domestic and Foreign Corporations. 

Report of Dividends paid to residents due on or before July 1.— 
Domestic and Foreign Corporations. 


United States—Second and Third Installments of Income Tax due June 15 
and September 15, respectively—Domestic Corporations and Foreign 
Corporations having offices or places of business in the United States. 

Withholding at source due on or before July 31 and October 31.— 
Domestic and Foreign Corporations. 


Washington — License Fee due on or before July 1—Domestic and Foreign 
Corporations. 


West Virginia— License Tax Statement due on or before July 1—Domestic 

Corporations. 

Annual License Tax due on or before July 1—Domestic and Foreign 
Corporations. 

Fee to State Auditor as Attorney in Fact due on or before July 1.— 
Foreign Corporations and those Domestic Corporations whose principal 
place of business or chief works are located in other states. 

Quarterly Business and Occupation (Gross Sales) Tax Returns and 
Payments due on or before July 30 and October 30.—Domestic and For- 
eign Corporations. 


Wisconsin— Second Installment of Income Tax due on or before August 1.— 
Domestic and Foreign Corporations. 


Wyoming— Annual Statement and License Tax due on or before July 1.— 
Domestic and Foreign Corporations. 
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In connection with its various activities The Corporation Trust Company 

publishes the following supplemental pampblets, any of which will be 

sent without charge to readers of The Journal. Address The Corporation 
Trust Company, 120 Broadway, New York 5, N. Y. 


Some Contracts Have False Teeth. Interesting case-histories showing advisability 
of contractor getting lawyer’s advice before undertaking construction 
work outside home state, even for federal government. 


What Constitutes Doing Business. (Revised to March 1, 1948.) A 187-page book 
containing brief digests of decisions selected from those in the various 
states as indicating what is construed in each state as “doing business.” 


What Does a Transfer Agent Do? This illustrated pamphlet gives the highspots 
of a transfer agent’s services in 3 minutes reading time, with explanatory 


text if you want to read further. Of value to small as well as large 
corporations. 


More Sales with Spot Stocks. Advantages found by many manufacturers in 
carrying spot stocks at strategic shipping points—and preliminary stat- 
utory measures necessary to protect corporate status. 

Suppose the Corporation’s Charter Didn’t Fit! Shows how charter provisions 
which suit well enough at time of organization may be handicaps for the 


corporation in later life—some measures to avoid them that a lawyer 
may help his client to take. 


When a Corporation Is P. W. O. L. A simple explanation of the reasons for and 
purposes of the foreign corporation laws of the various states, and 


illustrations of when and how a corporation makes itself amenable to 
them. Of interest both to attorneys and to corporation officials. 


After the Agent for Service Is Gone. What will happen then if suit is brought 


against the company? Some examples taken from actual court cases, 
with full texts of the final decisions. 


Delaware Corporations. Presents in convenient form a digest of the Delaware 
corporation law, its advantages for business corporations, the attractive 
provisions for non par value stock, and a brief summary of the statutory 
requirements, procedure and costs of incorporation. 


We've Always Got Along This Way. A 24-page pamphlet of cases in various 
states in which corporation officials who had thought they were getting 


along very well with statutory representation by a business employe 
suddenly found themselves in trouble. 


Judgment by Default. Gives the gist of Rarden v. Baker and similar cases, show- 
ing how corporations qualified as foreign in any state and utilizing their 


business employes as statutory representatives are sometimes left defense- 
less in personal damage and other suits. 





THE CORPORATION TRUST COMPANY 
120 Broadway, New York 5, N. Y. 


PostmasTER—If undelivered for any reason, notify sender, 
Stating reason and new address, if known, if addressee 
has moved on Form 3547, postage for which is guaranteed. 


CORPORATION JOURNAL 


The Corporation Journal is published by The Corporation 
Trust Company monthly, except in July, August, and September. 
Its purpose is to provide, in systematic and convenient form, brief 
digests of significant current decisions of the courts, and the more 
important regulations, rulings or opinions of official bodies, which 
have a bearing on the organization, maintenance, conduct, regu- 
lation, or taxation of business corporations. It will be mailed 
regularly, postpaid and without charge, to lawyers, accountants, 
corporation officials, and others interested in corporation matters, 
upon written request to any of the company’s offices. 
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